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The Huge Funds That Have Been Accumulated 
during Years of High Employment and Not 
Dissipated in Large Unemployment Payments 
Are Being Used in California and Rhode Island 
to Inaugurate Payments to Workers Becoming IIl. 


Disability Insurance 
wn California 


By T. H. Mucrorp, California Employment 
Stabilization Commission, Sacramento, Cal. 


Benefits program to the statutes of California has placed the State in the 
foreground as a pioneer in the expansion of legislation designed to strengthen 
the economic security of the people. 

California cannot claim to be the first State to establish a system of insurance 
benefits for individuals who suffer wage losses because of illness or injury; that honor 
belongs to Rhode Island. But California is considered to be the real testing ground 
on which the feasibility and workability of an insurance system of this form will be 
determined. Other States throughout the nation are frankly interested in Cali- 
fornia’s program, watching to see if this State, with its potentially eligible popu- 
lation of nearly four million working people, can successfully operate a sickness 
insurance system as an adjunct to its unemployment compensation prograin without 
additional cost to either the employer or the employee. 


— or the law establishing the Unemployment Compensation Disability 


Purpose OF INSURANCE 


The basic purpose of Disability Insurance, as stated in the law itself, is to ‘‘com- 
pensate in part for wage loss sustained by individuals unemployed because of sickness 
or injury and to reduce to a minimum the suffering caused by unemployment resulting 
therefrom.’’ By providing this type of protection to its working people, California 
is filling an important void in its over-all social insurance system. That over-all 
program had its inception more than 35 years ago when the original Workmen’s 
Compensation Act was adopted. This law now provides medical care and wage loss 
indemnity to an employee who is injured on the job. Benefit payments to persons 
too old to continue working were established some ten years ago, and for the past 
eight years unemployment compensation has been paid to individuals who have 
become unemployed through no fault of their own. 
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It is obvious that the individual who suffers complete loss of wages as the result 
of illness or non-industrial injury is placed in a position equally hazardous, if not 
more hazardous, than the individual whose earnings cease because of involuntary 
unemployment. The California State Legislature recognized the necessity for 
correcting that situation and, consequently, amended the basic Unemployment 
Insurance Act by adding Article X to the law. 


No Appep FINANcIAL BurRDEN 


Significant to both employers and employees is the fact that the new insurance 
system will not add to the financial burden of either group. Disability Insurance is 
being financed by the one percent tax on their wages that employees formerly paid 
into the Unemployment Insurance Fund, but which since May 21, 1946, have been 
going into the new Disability Fund. 

Contributions made by employers continue to go into the Unemployment Fund, 
and no increase was made in the amount of this tax. In addition to the money re- 
ceived from employee contributions since May 21, the Disability Fund also has 
available to it more than $103 million which represent wage-earner contributions 
during the years 1944 and 1945. 

This amount was made available to the Disability Fund upon demand by the 
California Employment Stabilization Commission, as the result of legislation 
adopted last summer by the Congress of the United States. Because the Commission 
believes the annual income of the Disability Fund will exceed the yearly expendi- 
tures, it plans to hold the $103 million in reserve to meet any grave emergency which 
might arise in the future. 


Basic Exicipitiry ReQuiREMENTS 


Disability Insurance protection is given to all employees whose jobs are covered 
by the Unemployment Insurance Act, and who have earned a minimum of $300 during 
their base periods in those jobs. In addition to the requirement of minimum earn- 
ings, there are other basic eligibility requirements which must be met before the 
employee may be paid Disability Insurance. In the first place, his unemployment 
must be due to illness or non-industrial injury. The law specifies that the words 
“disability’’ or ‘‘disabled’’ include both mental or physical illness and mental or 
physical injury. The law further provides that an individual shall be deemed dis- 
abled in any week in which, because of his physical or mental condition, he is un- 
able to perform his regular or customary work. 

The second basic requirement for disability insurance eligibility is that the worker 
must file a claim in accordance with the regulations established by the Department 
of Employment. Claims for Disability Insurance are handled differently than 
claims for Unemployment Compensation. Applicants for Disability Insurance mail 
their first claim for benefit payments to the Sacramento office of the Department of 


224 —_ PERSONNEL JOURNAL 


Employment, using claim forms furnished them by their doctors or by the local offices 
of the Department. Claims for continuation of payments for the same period of 
disability are mailed to the Disability Insurance office serving the locality in which 
the claimant resides. 


WalTING Periop or Seven Days 


Claims for Disability Insurance may be filed by an individual who has been contin- 
uously unemployed and disabled for a period of 34 days, and they must be filed by 
the twenty-first day of the spell of disability. No compensation will be paid for 
the first week of disability, that week being known as the ‘‘waiting period.’’ 

The third basic requirement is that the applicant must file a physician's certificate 
verifying the disability. This certificate is a part of the first claim form and is filled 
out and signed by the attending doctor before the claim is mailed to the Department 
of Employment. Each applicant for Disability Insurance must be attended by or be 
under the care of a physician sometime during the first seven days of his disability. 
In addition to the physician's certificate of disability, the Department may, if it 
deems advisable, require the claimant to submit to an additional examination. This 
provision in the law is designed to eliminate malingering by giving the State a means 
of verifying the disability in questionable cases. 

Recognizing the fact that many Californians observe religious beliefs which do 
not embrace the use of medicine, the Disability Insurance Act liberalises the re- 
quirement of a doctor's certificate for these persons. The law provides that if an 
individual adheres to the teachings of a bona fide religious organization which de- 
pends on prayer or spiritual means for healing, the Department will accept the certifi- 
cate of a duly accredited practitioner of that faith in lieu of the physician's certifi- 
cate. : 

Osteopaths and chiropractors holding valid, unrevoked licenses to practice in 
California also may sign the certificate of disability. 


Own Docror May Beg SELEcTED 


It is highly noteworthy that the law does not require a claimant to be attended 
by a specified physician. The individual has the right of complete freedom in 
selecting his doctor. Only in the event the Department of Employment finds it 
necessary to require an additional examination of the applicant does the State select 
the examiner. 

Although there is a very pronounced difference between Unemployment Com- 
pensation and Disability Insurance, the benefits payable under both systems are 
identical, except for one limitation. Weekly rates will vary within the limits of $10 
and $20, depending upon the individual's average wages. The total amount of 
benefits payable within a single benefit year also varies and is determined by the 
total wages earned by the applicant during his base period. If the total earnings 
are only the minimum $300, he would qualify for a maximum of $160 during his 
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benefit year. If his total earnings equal or exceed $2,000, he would qualify for the 
maximum of $468. The complete schedule of weekly rates and total amounts is 
contained in Sections 53 and 54 of the Unemployment Insurance Act. 





BENEFITs FROM More THAN ONE Source 















The one limitation referred to concerns the total amount of both Unemployment 
Insurance and Disability Benefits which an individual may receive during the same 
benefit year. An employee is entitled to benefits from both types of insurance, but 
he can not receive the full amount of both benefits during the same year. The law 
allows only 150 per cent of the award for either benefit to be paid toa person receiving 
benefits under both programs. Nor can payments for one insurance alone exceed 100 
per cent of the award for that program. | 

Although payments under both forms in insurance will be made during the same 
year, they canot be made during the same week. 

Disability Insurance payments will be made every two weeks, except in cases 
where the claimant specifically requests weekly payments. Benefits may be contin- 
ued for as long as 23.4 weeks if the claimant’s wage credits are sufficiently large and 
he remains eligible in other respects. However, the length of time during which 
benefits may be paid is also subject to the limitation imposed on total payments made 
under both forms of insurance. There are no restrictions as to the number of sep- 
arate spells of disability for which an individual may claim benefits, but a waiting 
period of one week must be served for each separate period of disability. 









Bona Fipe ILLNEss 

















Care was taken by the Legislature to prevent unwarranted payment of benefits 
and payments under more than one form of insurance. The same disqualifications in 
regard to Unemployment Insurance are also applicable to Disability Insurance. How- 
ever, the Employment Stabilization Commission may award benefits if it finds the 
claimant is suffering from a bona fide illness or injury and that there is good cause 
for paying the benefits. Major reasons for disqualification directly applicable to 
Disability Insurance are making false statements in order to obtain benefits and failure 
to be attached to the labor market. ; 

Disability Insurance will not be paid a person who receives or is entitled to receive 
Unemployment Compensation from any other State, Workmen's Compensation, or 
Servicemen’s Readjustment Allowances. Under ordinary circumstance a person who 
is receiving his regular wages during a period of illness is not entitled to Disability 
Insurance. However, if the wages he does receive are less than he would be entitled 
to in benefit payments, he will receive the difference between the two amounts. 


VOLUNTARY PLANs 






A particularly significant aspect of the Disability Insurance system is the pro- 
vision of the law granting employers, or employee groups, the privilege of estab- 
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lishing their own program for paying benefits. This type of program is officially 
called *“Voluntary Plans’’ and present indications are that many employers in Cali- 
fornia will take advantage of this opportunity to enhance their labor relations 
programs. 

Certain requirements are set forth inthe law covering voluntary plans, which are 
designed to safeguard the rights of the employee. But it is obligatory upon the 


Employment Stabilization Commission to approve a plan if all these requirements 
are met. 


The requirements are: 

1. The rights afforded the covered employees are greater than those provided by 
the State’s plan. A voluntary plan must meet the State’s standards in regard to the 
weekly rate of payments, duration of benefits, eligibility for benefits, and cost to 
the employee, and must provide a greater benefit in at least one of these factors. 

2. The plan must be made available to all of the employees. If the employer has 
more than one separate establishment within the State, the plan may cover one or 
more of the separate establishments without covering all of them. 

3. The majority of the employees must consent to the plan. 

4. The State Insurance Commissioner must approve the form of the insurance 
policy, if one is used. The policy must be issued by an admitted disability insurer. 


5. The employer must consent to the plan and agree to make whatever payroll 
deductions are required. 


6. The voluntary plan must provide for the inclusion of future employees of the 
concern operating the plan. 

7. The plan must be in effect for a period of not less than two years, and there- 
after continuously unless legally terminated. 


8. The plan must not result in a substantial selection of risks adverse to the 
Disability Fund. > 


STANDARD Form AVAILABLE 


The Employment Stabilization Commission has prepared a standard form on 
which applications for approval of a voluntary plan must be submitted. This form 
may be obtained upon written request to the Department of Employment in Sac- 
ramento. 

Voluntary plans may be financed entirely by the employer, thus eliminating 
the necessity of deducting the one percent contribution from the employee's wages. 
Or, the one percent contribution may be used to defray the cost of the disability 
benefits provided in the plan. But in no event may the worker’s contribution to the 
disability insurance provision of a voluntary plan exceed one percent of his wages. 

Establishment of a voluntary plan eliminates the payment of the wage-earner's 
contribution to the State Disability Fund. But employers are cautioned not to 
discontinue collecting and reporting the wage-earner’s contributions until they have 


received official notice from the Commission that their voluntary plan has been ap- 
proved, and an effective date set. 
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ExTENDED LIABILITY 












The ‘‘extended liability’’ accounting system plays an important role in the 
administration of the voluntary plan program. It provides a method of protecting 
the Disability Fund from losses resulting from heavy payments of benefits to persons 
who have earned part or all of their wage credits while working for employers main- 
taining voluntary plans. The extended liability account of an employer will be 
charged with his proportion of the benefits paid to an individual formerly in his 
employ who filed a claim for disability insurance while unemployed. Otherwise, 
the voluntary plan employer accepts the whole responsibility of benefits paid to his 
disabled employee even if that individual had earned part of his wages while covered 
by the State’s plan. And, conversely, if an individual who earned part of his wage 
credits under a voluntary plan, but files his claim for disability insurance while 
employed and covered by the State’s plan, the State Disability Fund will bear the 
entire cost of the benefits. 

The California Employment Stabilization Commission will assess employers 
operating voluntary plans their pro-rated portion of the cost of added admin- 
istrative work arising out of the voluntary plan system. The amount assessed 
will not exceed .o2 percent of the amount of wages paid to individuals participating 
in the voluntary plans. 

Voluntary plans which are instigated by employee groups are subject to the 
same rules covering approval, including the specific consent of the employing unit. 














No Merit RatInG 




















Merit ratings form an important element in the Unemployment Insurance system, 
but they play no part in Disability Insurance. No payments of disability benefits 
are charged against an employer’s unemployment experience rating account. 

It is the policy of the California Employment Stabilization Commission to 
encourage the adoption of voluntary plans of disability insurance. That policy is 
based upon the belief that to the extent private enterprise can do a better job of pro- 
viding for people’s needs, the government should retire from the field. Voluntary 
plans, by offering greater benefits to the employee, provide more protection to the 
wage-earner than he has under the State’s plan, and is thereby accomplishing the 
purpose of the law to a greater extent than does the State’s system. 1 
All of us are concerned with the proper and effective operation of this new form a 
of security insurance. We have tried to develop a system that will avoid red tape, 1 
make payments promptly to eligible claimants, and provide effective safeguards 
against malingering and other abuses. We of the Department are determined that 
this new project will be administered in a manner that will be a credit to the State of 
California. 


From an address before the California Personnel Management Association, November 
25th, 1946 


Americans Are the World’s Most Incorrigible 
Planners. One Plans to Sell His Hogs for a 
High Price and Buy a Tractor at a Low Price, 
Another Sells His House for a High Price Plan- 
ning to Build a Newer One Right Away at a 
Lower Price, Etc. Hence They Get Nowhere Fast. 


Planning 
wn Britain 


By Rr. Hon. Hersert Morrison, Westminster, 
London, England 


E TALK a great deal these days about planning, but planning is a very large 
and complicated business. Britain is the first great nation to attempt to 


combine large scale economic and social planning with a full measure of 
individual rights and liberties. So far, we are still at the experimental stage and 
I shall try to give you some idea how this experiment is shaping. 

In the cockeyed economy of the thirties, people used to imagine that the great 
problem was how to abolish unemployment: in the clearer light of the middle of 
the century, we know that even full employment will not be enough—we must also 
secure a greater output of goods and services all round if we are going to havea 
decent standard of life and fair shares for all, coupled with adequate incentives for 
effort. , 

I would put this problem of increased productivity first among current economic 
problems to which planning must help find the answer. The second problem which 
I look to planning to solve is the organised extension of our national vision several 
years further ahead than we have been accustomed to look. You really cannot run a 
complicated modern civilisation on a basis where the whole machine is crazily ac- 
celerated for a few months and then has to swerve violently or be braked almost to 
a standstill because some perfectly foreseeable snag or fluctuation has not been fore- 
seen and tackled in time. 


Five STAGEs 


Planning can be divided logically into five stages: the first}; without which none 
of the others can happen, is making up one’s mind to plan and grasping what planning 
means. The second is assembling the necessary facts and forecasts to make sure that 
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a plan can be put ona sound, practical basis. The third is devising alternative plans 
and seeing what each offers and costs in terms of resources and disadvantages. 

The fourth is taking decisions between alternative plans, including the decision 
as to what is to be planned and what left unplanned. The fifth and far the most 
extensive stage is carrying out plans in practice. This includes explaining them, 
adjusting them and devising all the necessary ways and means of ensuring that what 


was planned on paper does happen at the right time in the right place and in the 
right way. 


Tue Muppiep Outcome or MuppLe 







I suggest that the first vital stage was when the British people made up their 
minds to plan. A modern nation which is not prepared to plan is like a country 
which expects to win a war without mobilising. It is no less impossible to achieve 
social and economic wellbeing without planning and working for it. Unemploy- 
ment and destitution were in the main the products of letting things drift—the 
muddled outcome of muddle. 

All our machinery and methods of planning are based on the express willingness 
of Parliament and a very large number of citizens in all areas and activities to sup- 
port and participate in social and economic planning and to censure Ministers and 
public authorities if they plan wrongly or fail to plan where they ought. Let no 
individual forget that he has responsibilities in planning no less than Ministers. 

Given the will to plan, the next stage has been to ascertain and assemble the 
facts. Fact finding is immensely complicated. In the past, the Government made 
the worst of both worlds by demanding a mass of information useful only for limited 
purposes and did not fit it together. The need now is for facts and figures to give 
all concerned a clear and up-to-date picture of what is happening, with the minimum 
of effort. 























INFORMATION NEEDED 





Before planning decisions can be taken, we have to know what the millions of 
businessmen, farmers, workers and others are making, growing and distributing. 
Statisticians have to ascertain how many people there are in the country, where they 
are, where they live, how many are of working age, how many are employed in what 
occupations, industries, grades and so forth. 

Information has to be compiled on the amount of fuel and raw material used in 
industry, the value of the products made and sold with the resulting earnings and 
profit. For many purposes the survey must be widened out to cover not only 
Britain but the world background. All this information has to be available 
promptly and adequately so that any changes can be picked out without delay. 
On this basis, forecasts are prepared of what will happen to production, incomes, 
employment and so forth if the current trends continue. 
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All this corresponds to the work of the Intelligence in the Armed Forces. 
In peacetime machinery, these facts are collected by Government Departments, 
public boards, local authorities, trade associations, trade unions and many other 
bodies, and most of the key material is eventually funnelled into the Central Statis- 
tical Office—part of the Cabinet Offices created during the war to produce a sys- 
tematic picture of what is taking place. 

The outline of this picture can be seen by anyone who gets a copy of 
the ‘“Monthly Digest of Statistics,’’ published by the Stationery Office at the end of 
each month. Much more detailed material is given in the Board of Trade Journal, 
the Ministry of Labour Gazette and other well known sources. The wartime 
statistical blackout is a thing of the past; we can claim to be well launched on the 
campaign for statistical floodlighting. 


EXAMINING THE FActTs 


Given the will to plan and the necessary facts and forecasts, process planning in 
the strict sense can begin. This consists in looking at the facts and forecasts and 
examining the possibilities of changing socially undesirable trends. So far we have 
been forced to concentrate so largely on passing short-term problems that we have 
hardly begun to get the benefit of the scope that long-term planning will give for 
broad adjustments decided in advance. 

As an example of short-term planning, forecasts of coal production may indicate 
that, if the number of miners we expect to have produce the expected amount of 
coal, there will not be enough coal to go round, factories will have to shut down 
and houses go unheated. In such cases, the plan must not merely consist of rubber- 
stamping the forecast—more men must be found, or the output from existing man- 
power must be stepped up, or means must be found of economising the use-of coal. 

In other cases, forecasts may show that an industry is likely to export more or 
less of its product than is considered desirable. Given that we have to export 
enough to earn a certain amount of foreign exchange, we may have the choice of 
earning more by exporting turbo-generators and keeping all the shirts we make at 
home or, alternatively, pushing the export of shirts and re-equipping our power 
stations with turbo-generators. The Departments representing all the main de- 
mands on our resources put in their claims and see to what extent they conflict. 
Where there is a direct conflict, one or another has to give way. 


STAGE OF DECISION 


The fourth stage is taking decisions. Staffs engaged on planning, work out in 
consultation the various possibilities and try to point out the snags and advantages 
of each. On this basis, Ministers decide on the strategy of the use of the national 
resources. For example, what size Army, Navy and Air Force can we afford to, of 
must we keep; what level will exports reach; what claims must be cut down or 
postponed to keep the total demand on our resources within the limits of the re 
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sources available? Here follows the most important and far-reaching stage of all, 
when the Ministers, having made their decisions, come before Parliament and the 
nation and set in hand the task of carrying out those decisions. 


EXECUTION OF THE PLAN 





Carrying out economic plans is a job not simply for Government agencies, but 
of the whole nation. By informing the public of the trend of the economic situation, 
by making known Government policies as to the best allocation of available re- 
sources, by promoting discussion and revising estimates and forecasts, the Govern- 
ment may do much to shape the future course of economic affairs. It ensures that 
industry and agriculture shall be able to look confidently ahead and form expec- 
tations on explicit assumptions which can be tested and criticised, instead of on a 
vague hunch. 

The prospect of realising the Government's plans will be seen, then, to depend 
on a number of factors, such as the Chancellor's annual Budget, his control of credit 
policy through the nationalised Bank of England, his control of investment policy 
through the Capital Issues Committee and other channels. The extent to which 
Government Departments and nationalised boards can speed up or retard develop- 
ment plans is another and most important factor in resisting tendencies towards in- 
flation or trade recession. . 

Another example: the control of industrial location exercised by the President 
of the Board of Trade through the Distribution of Industry Act and town and country 
planning enables the Government to prevent industry from flocking to certain areas 
with adverse social and economic effects, while masses of citizens in other areas are 
unemployed. 


NATIONAL Co-OPERATION 





But when a full account has been taken of all the instruments at the Govern- 
ment’s disposal, the fulfilment of the major part of economic plans is dependent on 
the action of the employers and workers generally. For that reason alone it would 
not be enough for control by blind forces to be replaced by control by a few people 
sitting in Whitehall. Everyone must be encouraged to understand at least in out- 
line the nation’s economic position, the aims of economic plans and the part every 
citizen should play in criticising those plans before they become operative and in 
carrying them through afterwards. Thus only can we ensure a developing system 
of planning from the consumer end, and planning must be inspired from the consumer 
end if it is not to be bureaucratic and inefficient. 

As we believe in a free society, we must have courage and convictions and trust 
people to achieve more by understanding and backing an agreed plan than other 
Nations might achieve by carrying out under orders a plan dictated by their rulers. 
We in Britain stand for free planning and for planning as a means to fuller freedom; 
Tam convinced we shall get it. 
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MACHINERY OF PLANNING 


The central piece of machinery to assist the Cabinet in planning is the official 
Steering Committee, representing the key economic Departments, together with the 
economic section of the Cabinet Office, the Central Statistical Office, and my own 
office (Lord President of the Council). The Steering Committee forms a central 
economic team responsible for gathering and assessing economic intelligence, pre- 
paring forecasts on farming and economic plans, advising Ministers thereon and 
reviewing the execution of plans when authorised and put into operation. 

The Steering Committee is assisted by a number of Working Parties. One 
estimates the total man-power available, and the forward distribution of man- 
power, on various assumptions. Another assesses the forward demand for ex- 
penditure in the investment field, and devises the means of holding back investment 
which is inessential or can be deferred, while ensuring that a reserve of non-urgent 
investment projects is built up for rapid execution—for example, if the tendencies 
towards trade recession and unemployment should become significant in the world. 
Another Working Party watches import needs and methods of paying our way by 
visible and invisible exports. The material produced by the Working Parties is put 
together in trial balance sheets of man-power, national income and expenditure, and 
Overseas payments and receipts. 


BALANCE SHEET OF MAN-POWER 


The balance sheet of man-power shows the available supply in comparison with 
the sum of all the various demands for man-power resulting from current depart- 
mental programs and policies in the various economic fields. Similarly, the national 
income and expenditure balance sheet shows the value of the available national 
product and, in pounds, shillings, pence, the sum of the various demands which 
current departmental programs and policies would make on that product. 

These trial balance sheets naturally show a gap between demands and available 
resources. One of the greatest differences between planning and laissez faire is that 
in laissez faire it is no one’s business to forecast this gap, which is left to close itself 
under the uncontrolled interplay of economic forces, whereas planning throws a 
spotlight on the gap and then arranges to close it in the way most advantageous to 
the national interest by measures taken by the Government or on Government 
initiative. Decisions relating to closing this gap are perhaps the most important 
immediate decisions which have to be made. For example, the man-power gap for 
1946 had to be closed to a large extent by cuts in the Services and in industries work- 
ing on their supplies. 


Ways or Ciosinc Gaps 


Man-power gaps are of course not an isolated problem but an expression in 
terms of man-power of much the same gap which shows itself in the national in- 
come and expenditure balance sheet as excess of value of anticipated demands of all 
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kinds over the value of the prospective national product. Therefore, if we cut the 
number of men serving in or working for the Forces, we automatically reduce the 
expenditure on these sectors and release man-power to expand civil production, thus 
narrowing the gap between demands and resources both in terms of man-power and 
of the value of the national product; but we do not forget that the state of the world 
might make it vital to step up provision for the Forces, in which case the necessary 
economic adjustment would have to be made. 

Similarly, if we cut investment, say in public works construction, we auto- 
matically reduce the man-power demand as well as the money and the demand for 
resources in that sector and thus help close the man-power gap as well as the gap 
between the value of the available national product and the various demands which 
are programmed to be made upon that product. 






































Manninc Up UNDERMANNED INDUSTRIES 


The difficulties are often emphasized of planning effectively while sweeping 
away controls over labor and reducing or eliminating many of the war-time controls 
over industry. These difficulties are of course much more acute in a time like the 
present, when we have inherited from the war period serious maldistributions of 
man-power, which could only be quickly corrected by more drastic measures than the 
citizen should be asked to tolerate in time of peace. 

As we get through the reconversion and transition state, the number and scale 
of these problems can be expected to diminish. Often, moreover, there are several 
alternative ways of achieving the desired result. There are well tried instruments of 
government whose use can be adjusted to assist the fulfilment of a plan. The art of 
government is to achieve a result by the most economical, efficient and acceptable 
means. The Steering Committee, having assembled its balance sheets with a mass 
of supporting material in every field, reports to the Ministers, who study the economic 
tendencies and forecasts and take decisions on the plans to be adopted. Toa large 
extent the actual execution of these decisions is a matter for individual Ministers 
dealing with a particular branch of economy such as coal, building, transport or 
agriculture. 

There are, however, some difficult and rather intangible problems which range 
over a wide field. For example, there is the problem of manning up undermanned 
industries and of levels of wages in conditions of full employment. The Govern- 
ment is therefore developing machinery for tripartite contacts between itself, 
organised employers and organised workers through the National Joint Advisory 
Council, which is convened by the Minister of Labour and will serve as a standing 
national industrial conference on matters affecting man-power in industry. 


PRODUCTIVITY THE KEY 






The Government is-also arranging for widespread publicity on the objectives 
and problems of economic planning, and particularly on the inescapable fact that 
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all the collective and individual elements in the British standard of living ultimately 
depend on productivity. The more productivity increases, the more prosperous the 
nation will be, and, from the planning point of view, fewer difficult priority prob- 
lems will arise, and more latitude can be left to the individual and to industry. 

No less is it true that, if production falls or stagnates, the cheques, which the 
nation has already drawn on the future in the form of increased wages and salaries, 
reduced hours, increased social services and a higher school leaving age, cannot be 
met. We need higher productivity even to make good our losses and to cover 
commitments already made. It will have to be higher still before additional com- 
mitments can safely be assumed. 


Limits OF PLANNING 


We know approximately how many people there are going to be in this country 
at least five years ahead, and we can estimate within wider margins of error how 
many houses they are going to need at a given housing standard, how much clothing 
they are going to need as a decent minimum, and how much food they are going to 
need if they are to be properly nourished. 

It would be foolish to suggest that we can forecast the exact demand and supply. 
On the other hand, for some purposes useful decisions can be made on estimates which 
are known to be subject to variation, and in these cases it would be unjustifiable to 
refuse to make up our minds until we have everything worked out to two places of 
decimals. 

How many people have considered how much difference every improvement in 
forecasting and planning will make to business and employment? Security of em- 
ployment in modern business depends on successful forecasting of markets, profits 
depend very largely on increased turnover, which in turn depends on reduced costs, 
which in turn depend on the placing of large orders for long runs of standard prod- 


ucts, instead of constantly chopping and changing with every economic breeze that 
blows. 


Horrors OF THE UNCONTROLLED AND UNFORSEEN 


I suggest to you that in a few years’ time people looking back will be amazed to 
see how much was written about the restrictive and bureaucratic dangers of plan- 
ning and how little was understood about the part which planning could play in 
freeing employers and workers and farmers from the horrors of uncontrolled and 
unforeseen fluctuations which might bankrupt honest men in all directions and leave 
the workers lining the streets with despair in their hearts. 

Closely related to this problem of pushing the horizon further ahead of us, and 
giving us more time and elbow room to work in, is the problem of maintaining a 
reserve of orders for industry and of work for the workers to free the nation from 
fears of uncontrollable recession. At present there is a considerable excess of de- 
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mand over available resources; and the machinery which we are building up, for 
looking ahead to see how total demands match with total resources, is at present 
used as a means for achieving a more rational pruning of demands, all of which 
cannot be met in total. 

But when the present period of acute shortage is over, we may be threatened 
again with a general decline in total demands for goods and services which, if un- 
controlled, would bring with it again the evils of depression and mass unemploy- 
ment. The same technique of looking ahead at total available resources and total 
demands which are likely to be made upon them, should enable us to foresee the 
threat of such a general decline in demand in sufficient time to take adequate steps to 
offset it, at least in great measure. 


STIMULATING CONSUMER DEMANDS 


We should have, and we shall have soon, a long list of projects for building 
roads and railways, for afforestation schemes, ports, airfields, industrial plants, 
national parks, public building and so forth, all blue-printed and prepared and 
waiting for investment and man-power resources to be made available to carry them 
out. Weare also preparing our plans for methods whereby the ordinary consumer's 
demand for goods and services can be stimulated in times when there is a general 
slackening off of demands and a consequent threat of unemployment. . 

It is the intention of the Government to ensure that, in times when our resources 
of men and capital would otherwise be idle or underemployed, a useful demand for 
their services is in fact found. The knowledge that there is a queue of deferred 
capital projects, and that there are devices at hand for maintaining, or if necessary 
stimulating, the ordinary citizen's demand for goods and services, will, I think, have 
a marvelously heartening effect on industry. By failing to get future demands 
sorted out into definite projects, and to take measures to maintain a general demand 
for goods and services, we have in the past imposed an enormous economic waste, 
and an enormous burden of insecurity, upon industry, which can be removed. 

I have not time to give further examples of the problems in front of planning, 
and indeed many of them will be familiar to you. I should simply like to emphasize 
that planning, as it is taking shape in this country under our eyes, is something new 
and constructively revolutionary which will, I think, be regarded in times to come 
as a contribution to civilisation as vital and as distinctively British as Parliamentary 
democracy and the rule of law. 

Some people dogmatize about planning and say that planning is this and plan- 
ning prevents that; my own view is that planning, informed by British political 
sense and British resourcefulness; will be something very different from what many 
of the writers and speakers dreamed of. It will be something to which all of us can 
contribute and something from which we will all draw benefits. 































Business at Present Has a High Score for Its 
Courtesy Towards Clerks Applying for Jobs. 
Is It Equally Good for Shop Workers? Will It 
Keep up the Good Work When the Labor Market 
Is Not So Tight? 





Reception of 
Clerical Job-seekers 


By Pairie H. Krizpt anp Donatp G. Paterson, 
University of Minnesota, Minneapolis, Minn. 


evaluating the present status of public employment offices, private employ- 

ment agencies, and employment departments of companies. All three types 
of employment agency have been in existence in the city of half a million, where the 
present survey was made, for a sufficient length of time to permit each to reach a 
fairly stable level of operating efficiency. 

In conducting the present study, opinions were obtained in May 1946 from 284 
recently employed clerical workers (hired during the preceding six months). A 
total of 355 blanks were distributed to such employees in twenty fairly large organi- 
zations (banks, insurance companies, department stores, flour processing companies, 
manufacturing concerns, and public utilities) with the request that the blanks be 
filled in anonymously with complete frankness. Thus, there was an 80 per cent 
return. 


yer of clerical workers toward employment agencies may be useful in 





Stupy DegscriBEp 


The general sample may be described as follows: 244 women: median age = 21; 
median experience on present job = 3 months; median experience in clerical work = 
3 years; 4o men: median age = 26; median experience in present job = 3 months; and 
median experience in clerical work = 3 years. 

The source of present job for the 284 workers was: Public Employment Office, 
7 per cent; Private Employment Agency, 18 per cent; and Company Employment De- 
partment, 75 per cent. Job seeking experience with these agencies was as follows: 
Public Office, 58 per cent; Private Agency, 53 per cent; and Company Department, 
93 per cent. 

In drawing up the questionnaire, each question was so worded that no worker 
was forced to answer in the absence of information or experience. Furthermore, 
provision was always made for a ‘‘no opinion’’ answer for those who desired to 
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refrain from expressing a definite opinion. Analysis of the returns indicated that 
these workers were conscientious in answering because those who had never applied 
to one or another of the three kinds of agency used the ‘‘no opinion’’ answer as 
they should. 

In the present report, the returns for all 284 respondents are listed along with 
the returns for the 106 workers who had had experience with all three kinds of 
agencies. ‘The results for each question are reported in terms of percentages. 

Question 1. In your opinion, which offers the best opportunity for getting work, 
the private employment agency, the public employment office, or the employment 
departments of companies which hire their own employees? 








| PRIVATE PUBLIC COMPANY NO OPINION 
All workers CN = 261).............020e eee 24% 7% 58% 11% 
Workers using all three (N = 102).......... 34 8 52 6 














It is apparent that these workers believe that the company employment depart- 
ment is best and the private agency is next best. The public employment office is 
least highly regarded. These percentages correspond fairly well with the previously 
noted breakdown of actual sources for present job. These figures suggest that 
opinion is based in large part on actual job getting experience. | 









CoMMENTS ON PRIVATE EMPLOYMENT DEPARTMENTS 





















Sample comments from those favoring the company employment department 
were: ‘‘In times when enough work is available, the company employment offices 
give the best and quickest service. In depression times, public or private agencies 
get better results’; ‘“They are more capable of deciding whether or not the person 
applying is suited to the particular job’’; ‘‘One gets a definite answer at the com- 
pany’’; ““The company knows just what they want. They are much easier to deal 
with’’; and ‘‘I’d rather obtain my own interview than work through an inter- 
mediary.”’ 

Sample comments from those favoring the private agency were: ‘““They have 
more of a selection of jobs’; ‘*Private agency gives you individual attention”’ ; **Pri- 
vate agency if you want to spend less of your own time looking for a position’’; 
“Private agency if you are in a hurry, if not the company is better’’; ‘‘Private agen- 
cies do more for the individual because their survival is involved.”’ 

Sample comments from the few who favored the public employment office: ‘“The 
public office has contacts with many companies that have a variety of jobs’’ ; ‘‘Public 
office has greater variety of work to offer since its openings are a composite of numer- 
ous employers’ requirements and are not limited to one company.” 


ApvERsSE COMMENTS 





One adverse comment on the company department was: ‘‘O.K. if you know the 
tight people.”’ 
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Adverse comments on the private agency were: “‘Not as interested in placing 
you in the job you are best suited for’’; ‘‘Private agencies expect you to accept any 
job available’; ‘‘Private agencies place you at a high salary whether you are quali- 
fied or not in order to get a higher fee’’; ‘“They take part of your salary.”’ 

Adverse comments on the public employment office were: ‘“The public office 
takes too long’’; ‘‘USES is too busy with other activities such as unemployment 
insurance’’; ‘‘Employers don’t use USES’’; ‘“USES only wants to place you, doesn’t 
care how well’’; ‘‘USES is too large and impersonal’’; ‘‘Have found people in public 
agencies to be rude, uninterested, and uncooperative not only to myself but to others 
while I was waiting in line’’; ‘‘It is objectionable to be pushed around at USES as is 
the present case’’; ‘Public office very indifferent, too many people to give indi- 
vidual attention’’; ‘Public office is difficult in that most positions I have been sent 
on, two or three persons have been sent ahead of me and in time you grow discouraged 
being sent to supposedly vacant positions which are filled’’; ‘It took three weeks 
before I heard anything from the public office’; ‘Public officials get a regular salary 
whether they place people or not.”’ 


INTERESTED OR INDIFFERENT 


Question 2. In general, have you found private employment agency interviewers 
to be interested, indifferent, or discourteous? 








INTERESTED INDIFFERENT | DISCOURTEOUS | NO OPINION 
Al woekers CN @ a80)...........00.c0e0-- 46% 12% 1% 41% 
Workers using all three (N = 106).......... 71 22. I 6 








Question 3. In general, have you found public employment office interviewers 
to be interested, indifferent, or discourteous? 








| INTERESTED INDIFFERENT DISCOURTEOUS NO OPINION 
All workers GN = 273).................0055. 29% 30% 47% 37% 
Workers using all three (N = 103).......... 38 50 7 5 





Question 4. In general, have you found interviewers in company employment 
departments to be interested, indifferent, or discourteous? 








INTERESTED INDIFFERENT DISCOURTEOUS NO OPINION 
All workers (N = 282)................0000. 87% 7% o% 6% 
Workers using all three (N = 103).......... 87 9 fe) 4 





It is apparent that a substantial majority of these workers rate company em- 
ployment department interviewers as being ‘‘interested’’ with no instances of dis- 
courtesy being recorded. Private agency interviewers are rated only slightly less 
favorably. Ratings of public employment office interviewers, on the other hand, are 
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far less favorable. In fact, 57 per cent of the workers who have used all three kinds 


of agencies rate public employment office interviewers as being ‘‘indifferent’’ or 
downright ‘‘discourteous.”’ 


Pusuic Orrices Must Do Betrer 


It would seem that those responsible for the supervision of USES interviewing 
need to give far more attention to cultivating good applicant relations. Although 
these results apply only to the local USES personnel, there is no reason to believe 
that the results would have been more favorable in other parts of the country. On 
the other hand, the results are such as to indicate the desirability of making similar 
studies elsewhere to determine typicality. It is possible that the USES in general 
needs to adopt a vigorous program of developing in its personnel a desire to elicit 
and a competence in eliciting favorable applicant attitudes. 

Question 5. In your opinion, how much effort do private employment agencies 
make to place people like you in the right job? 








A GREAT DEAL | 8OME VERY LITTLE | NO OPINION 
All workers (N = 280)..........0...000000e 29% 29% 7% 35% 
Workers using all three CN = 103)........... 40 46 10 4 








Question 6. In your opinion, how much effort does the public employment 
office make to place people like you in the right job? 








A GREAT DEAL 8OME | VERY LITTLE NO OPINION 
All workers CN = 271)...........0-0ceeeeee 11% 34% 20% 35% 
Workers using all three (N = 104).......... 10 52 32 6 








Question 7. In your opinion, how much effort do employment departments in 
companies make to place people like you in the right job? 








: A GREAT DEAL 8OMB VERY LITTLE NO OPINION 
All workers CN = 277).......-..00cceeeeees 60% 30% 5% 5% 
Workers using all three CN = 104).......... 64 25 5 6 





Again, the answers rate the company employment departments and private 
employment agencies ahead of the public employment office. 
Usg oF Txsts 


Question 8. ‘Did the agency or office which got you your present job administer 
any tests to you?- 








YES no 
Obtained job through private agency (N = 51)............ 21% 7970 
Obtained job through public office (N = 19).............. 38 62. 
Obtained job through company dept. (N = 203)........... 60 40 
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The answer to question 8 indicates that the majority of the companies sampled 
give tests to applicants for white collar work. This probably reflects the fact that 
the sample of twenty firms consisted primarily of large companies which have well 
organized and progressive employment departments. It is surprising that only 38 
per cent of the small number of clerical workers who obtained their jobs through 
USES report that they had been given tests. It is surprising in view of the fact 
that this local office has a testing and counseling division manned by experienced 
psychologists and that the introduction of testing programs in the USES throughout 
the country began with the provision of proficiency tests for typists and stenog- 
raphers. It is quite apparent that the private employment agencies rely primarily 
on interviews and records of schooling and prior employment history. 


Limits OF PresENT StuDY 


It is important for company employment departments, private employment agen- 
cies, and local public employment offices to be aware of workers’ opinions toward 
their several services regardless of whether or not such opinion is favorable or 
adverse, well founded or superficial. It is suggested by the writers that it would be 
well for personnel workers in a given area to secure the cooperation of neighboring 
colleges and universities in making impartial surveys so that a body of ‘‘opinion”’ 
knowledge can be rapidly accumulated and could be used in staff training. The 
present report is presented primarily as a study of a method which can be used to 
evaluate the situation in any given community. 

The present study is definitely limited. It samples opinions of clerical workers 
only and is limited to a single city. The data, for example, apply only to one USES 
local office out of the 1,700 USES offices in the country. They apply to only a small 
number of private employment agencies out of the thousands in existence, and they 
apply only to about twenty large and progressive company employment departments 
out of the tens of thousands in existence in the United States. Nevertheless, there 
is reason to believe that the method of evaluation used provides a pattern that can 
be widely applied and should be widely applied in order to come to grips with a 
vital personnel problem confronting personnel workers everywhere. 


SUMMARY AND CONCLUSIONS 


The present study reports opinions about three kinds of employment agencies 
which were obtained in May 1946 from 284 recently employed clerical workers 
(hired during the preceding six months) in twenty business and industrial organiza- 
tions in a city of half a million. The 284 replies represented an 80 per cent return. 

1. The bulk of these workers (75 per cent) obtained their positions through 
company employment departments. Eighteen per cent of them secured their jobs 
through private employment agencies and only 7 per cent obtained their jobs through 
the local office of USES. 


2. The answers of the 284 clerical workers are analyzed in this report but chief 
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reliance is placed on the answers of the 106 who had applied for work at all three 
kinds of agencies. 

3. The majority (52 per cent) believe that company employment departments 
afford the best opportunity for getting work. A third (34 per cent) believe that the 
private employment agency is best and only a small percentage (8 per cent) believe 
that the public employment office is best. These answers are about in line with the 
experience of these workers in securing clerical jobs. 

4. The services of public employment offices were subject to much more adverse 
criticism than those of either the private agencies or the company employment de- 
partments. Although these criticisms may reflect the usual hostile attitudes of 
Americans toward bureaucracy, nevertheless, it is likely that the criticisms also 
reflect real differences in the quality of services rendered. Labor turnover among 
USES interviewers is known to be high in the city studied because of low salaries. 
- This fact alone is admittedly a distinct handicap to the USES program. 

5. Interviewers in company employment departments are rated as being ‘‘in- 
terested’’ in applicants by 87 per cent of these clerical workers. The corresponding 
figure for interviewers in private employment agencies is 71 per cent. Only 38 per 
cent rate public employment office interviewers as ‘‘interested.’’ On the other hand, 
a majority of these workers (57 per cent) rate USES interviewers as ‘‘indifferent’’ 
or ‘‘discourteous."’ These results suggest the need for the USES to intensify its 
efforts to cultivate better applicant relations. 


StupiEs SHOULD BE REPEATED AND BROADENED 


6. Sixty-four per cent of these workers believe that company employment de- 
partments make a great deal of effort to place clerical workers in the right job. The 
corresponding figures were 4o per cent and 10 per cent for the privateagencies and the 
USES respectively. ) 

7. Of those who obtained jobs through company employment departments, 
60 per cent report that they were given tests at time of application. The correspond- 
ing figures were 38 per cent and 20 per cent for the USES and for private agencies 
respectively. 

8. Similar surveys, if made in different parts of the country and if made at five 
year intervals, would provide a useful picture of the status and the progress or lack 
of progress being made in the operation of company employment departments, 
private employment agencies, and public employment offices. It should be noted 
that this study samples the opinions of clerical workers only. Such surveys should 
be broadened to cover all of the main classes or types of workers. 











The Mainspring of Action of the Leaders of 
Industry Is Supposed to Be Financial Reward in 
the Form of Big Salaries and Big Profits on 
Their Labors. This Ought to Be a Good 
Enough and Proper Incentive for Workers Too. 


Review of 
Personnel Progress 


By Lewis K. JonNnson, Washington and Lee 
University, Lexington, Va. 


HE development of formally organized personnel programs dated from the 
"Tis World War. Conditions were propitious at that time to encourage 

initiation of the personnel movement. Production was greatly expanded by 
the enormously increased demand from Europe for American-made goods, the labor 
market was ‘‘tight’’, unions were growing in strength and labor was growing 
restive. Faced with these conditions, management sought ways to obtain adequate 
supplies of labor, reduce labor costs and turnover and to improve the morale of 


employees. It is trying to do the same thing again today. Will it repeat the same 
mistakes? of 


PIONEERING EXPERIENCE 


Some companies, in the role of pioneers, hired specialists, presumably 
thoroughly versed in handling personnel, to assume the responsibility for organizing 
and directing all matters which pertained to providing an efficient, cooperative 
and loyal working force. Since there were few practical people with experience in 
the field, management had difficulty in employing qualified personnel executives. 
It has been reported that a number of the first specialists in personnel work were 
employed from educational and philanthropic institutions, and that many of the , 
early mistakes in personnel management resulted from their academic and pro- 
labor points of view. While do doubt there is truth in the report, unquestionably 
some of the difficulty resulted from the lack of sincerity on the part of management 
who, in some instances, inaugurated personnel programs for the purpose of cif- 
cumventing unions rather than to provide better working relationships with their 
employees. 
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That mistakes were inevitable during the formative period is not at all sur- 
prising. Organizational difficulties are frequently encountered when personalities 
are affected by changes in functions. This is clearly illustrated by the reorganization 
of methods of employment and discharge. 

Prior to World War I, a few companies had functionalized the hiring and firing 
activities and delegated them to specialists, but for the most part the right to hire 
and fire was decentralized among the foremen. However, in spite of the fact that 
the foremen lacked adequate knowledge, training and time to handle such important 
functions, enjoyment of these prerogatives over the years made many reluctant 
to relinquish them. Nevertheless, personnel men, observing favoritism, discrimi- 
nations and inefficiencies, and desiring to improve employment methods transferred 
the authority to hire and fire from the foremen to the newly created personnel de- 
partments. . 

While the need for centralization was evident, failure to recognize foremen’s 
prerogatives, plant traditions and practical operating conditions when the functions 
were centralized often led to friction and lack of cooperation between the personnel 
department, foremen and line executives. As a result of difficulties such as those 
just described, personnel management during World War I is said to have been 
greatly discredited in the opinions of many top ranking executives. 


Harp STRUGGLE 


Many explanations have been expressed relative to why personnel management 
failed in its major objectives during the formative period. There are those who 
place the blame upon the pro-labor and academic people employed in the field. 
Others attribute the difficulty to suspicions and distrust on the part of foremen and 
line executives who resented organizational changes which threatened their author- 
ity and maintenance of discipline. Top management has often been blamed for 
failure to adequately support personnel executives and for inaugurating personnel 
programs to head off unions. Still others contend that personnel executives who had 
an overly-sympathetic attitude towards workers were responsible for the trouble. 
No doubt all played a part in causing friction and lowering the prestige of the 
personnel function. 

From what has been said, it is evident that personnel management, as a special- 
ized field, faced a hard struggle for professional recognition during World War I. 
The struggle, in part, was caused by overcentralization of the line personnel func- 
tions in the personnel department. Also by superimposing the personnel department 
upon the operating organization structure without first laying a sound foundation 
by education and training to properly assimilate the function in the enterprise. 
The problem was complicated further by failure to clearly define the relationship 
between the personnel and operating departments. 
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During the course of events, however, management developed ways to provide 
a more adequate foundation upon which to plan the personnel program. For 
example, practical men with years of plant experience were placed in personnel jobs. 
As a result, greater respect for plant traditions and the authority of the foremen and 
line executives was encouraged. Foremanship training courses were inaugurated to 
indoctrinate supervisors with leadership fundamentals and greater appreciation for 
the objectives of personnel management. The position of the personnel department 
was more clearly defined as a staff organization established to plan personnel ob- 
jectives, formulate procedures and, in general, to advise and assist the foremen and 
line executives in handling personnel problems. Finally, application of the prin- 
ciple of decentralizing the line personnel functions and centralizing the staff functions 
led to greater cooperation between the operating organization and the personnel 
department. 

The changes inaugurated by the new approach resulted in return of the ultimate 
responsibility for hiring and firing to the foremen and their superiors. The staff 
employment functions, however, such as preliminary interviewing, testing, place- 
ment, promotions, transfers, adjustment of wage rates, development of service 
records, control of absenteeism and tardiness and the maintenance of other personnel 
records were centralized in the personnel department. In this way the ultimate 
authority of the foremen to determine who should work under their supervision was 
protected and discipline maintained. Similarly, the right to discharge an employee 
from an operating department was decentralized among the foremen, but workers 
were protected against unwarranted discharge from the company by termination 
interviews centralized in the personnel department. Under this arrangement, the 
personnel department was enabled to record the causes of quits, layoffs, and dis- 
charges and to inaugurate techniques to minimize labor turnover, reduce discrimina- 
tions and favoritism and to protect workers against incompetent and arbitrary 
supervisors. 


PERSONNEL FuncTIONs ExPANDED 


With the passage of time, as personnel executives worked through rather than 
around the line organization, and rendered valuable assistance to foremen and line 
executives, greater respect for and cooperation with the personnel department evolved. 
Once the position of the department was made secure, personnel executives turned 
their attention to improving the internal structure of the personnel department, 
expanding its functions and providing more effective service to the over-all organi- 
zation. As a result, personnel records were improved and centralized; merit rating 
systems were established; wage plans were made more equitable; staff assistance in 
promotions and transfers was extended; accidents were reduced; workers were pro- 








rt 


— 2 + FH OD 


ao 


t, 
i- 


in 








REVIEW OF PERSONNEL PROGRESS 245 


vided with greater security; points of grievance were uncovered and removed; 
grievance procedures were established and workers were given greater opportunity 
to express themselves concerning working conditions. 


FAILURE OF THE ‘‘WELFARE APPROACH 


In the course of this development, however, some top ranking executives failed 
to acquire a clear understanding of the fundamentals involved in personnel manage- 
ment. It was this group who was responsible for ushering in what has been called 
‘“‘welfare’” management. Those who approached personnel management from this 
point of view sought to secure employee cooperation by spending large sums for 
recreational buildings, club houses, athletic teams, employee picnics, dramatic 
clubs, Christmas bonuses and gifts, loan funds and other types of employee services. 
While not necessarily wrong in themselves, often welfare activities were mistaken 
for the substance of rather than appurtenances to the personnel program. 

Personnel management based entirely upon welfare services failed not only 
because such services were considered the summa summarum of personnel manage- 
ment, but also because of poor administration. In some cases welfare programs were 
developed in a spirit of charity with a great deal of altruistic publicity without 
realizing that charitable gestures, to most workers at least, are humiliating and 
degrading. Paternalism also was very much in evidence inasmuch as workers were 
not consulted as to their interest in and desires for such activities. Furthermore, 
workers were neither required to help finance nor to assist in administering the 
programs. Subsequently, when the welfare approach failed to bring employee 
cooperation, workers were condemred as being ungrateful. Some companies, much 
to their disappointment, sought to remedy the difficulty by substituting the name 
‘‘employee’’ services for ‘‘welfare’’ services only to learn that the gained little by 
changing names without changing fundamentals. 


Emp.Loyee Services Not THE ANSWER 


Fortunately, personnel management has advanced beyond the welfare stage. 
Many executives now realize that while employee service activities provide potential 
areas of employee cooperation, if predicated upon sound principles, such services 
are not, in themselves, a substitute for sound personnel management. Also that if 
employee services are to be successfully incorporated in the personnel program, 
paternalism must be avoided by allowing workers to select the services desired, 
requiring them to make financial contributions toward their support and by en- 
couraging workers to participate in administering the program. In any event 
employee services should not be considered more than an important but minor phase 
of the personnel program. There are no substitutes for positive leadership; fair, 
equitable and understood personnel policies; indoctrination in company objectives, 
plans and policies; equitable distribution of total company income; relative equita- 
bility in individual employee earnings; employee security; mutual understanding be- 
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tween top management and the men on the job; fair promotions, layoffs, transfers, 
rehires and distribution of work load; absence of personal discriminations; absence 
of arbitrary treatment; competent, well trained, patient and understanding super- 
vision; and courteous, dignified, and friendly treatment of the individual worker. 


Unions Have THe Facts 


Accumulation of experience has made possible the elimination of many of the 
early mistakes in personnel management. Progressive executives now understand 
that handling personnel decisions upon the basis of expediency and rule of thumb has 
no place in modern management. They have observed, in many unfortunate in- 
stances, that union representatives are often better equipped with facts, external 
facts at least, than company representatives. As a consequence, they realize that 
just as unions have developed fact-finding techniques, similarly management must 
perfect its fact-finding methods. Farsighted executives, therefore, have forged 
ahead in an attempt to find at least a partial solution to employee-employer con- 
flict by obtaining more factual information upon which to base personnel decisions. 


MANAGEMENT SEEKS THE FACTs 


That management has achieved considerable success in perfecting personnel 
fact-finding techniques is not difficult to demonstrate. Without attempting to 
present an exhaustive list, a few of the more obvious techniques illustrate the idea. 


Decisions Formerly Based Upon ‘‘Snap’’ Judgement Fact-Finding Techniques Supplant Rule of Thumb 


1. Hiring workers 1. Job analysis 
Job specifications 
Intelligence tests 
Trade tests 
Aptitude tests 
Personality and interest tests 


2. Establishment of production stand- 2. Motion and time study 
ards 

3. Promotions, transfers, layoffs, rehires 3. Merit rating plans 
and discharges Service records 


Termination interviews 
Turnover records 
Records of individual employee out- 


put 
Records of employee grievances 


4. Determination of ‘‘basic’’ wage rates 4. Job evaluation 


5- Supervision 5. Foreman training & conferences 
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6. Determination of employee opinions, 6. Employee attitude surveys 
attitudes, interests and dissatisfac- Suggestion boxes 
tions Employee conferences 
7. Settlement of grievances 7. Analysis and elimination of points of 
conflict 


Analysis of grievances 
Mediation, conciliation and arbitra- 
tion 


Wrat Are THE Facts 


The development of the factual approach has placed personnel management 
upon a much sounder basis. As a matter of fact, surrounded by a maze of laborlaws 
and court decisions management now finds it practically impossible to operate with- 
out fact-finding techniques. However, experience has demonstrated that mere 
availability of ‘‘facts’’ leaves much to be desired in settling conflicts with em- 
ployees. It is very evident that since conflicting parties often interpret the same 
set of facts in very different ways, reliance upon facts alone as a solution to labor 
difficulties is only a partial answer to the problem. For this reason, it seems ap- 
parent that the development of methods of conciliation, mediation and arbitration 
and the incorporation of such procedures in trade agreements are practical neces- 
sities. 


A More FuNDAMENTAL Basis oF PERSONNEL MANAGEMENT 


Without attempting to minimize the value of the factual approach, there are 
indications that personnel management is moving forward to a more fundamental 
basis for cooperation with employees. The increasing attention which is being 
devoted to the psychological problems involved in employee-employer relation- 
ships appears to be ushering in what might be called, for lack of a better term, the 
psychological method in the solution of personnel problems. This approach seeks 
to get at the basis of employee maladjustments, motivations, frustrations, dif- 
ficulties and problems which confront workers in their every-day working relation- 
ships. It is a preventive approach which attempts to uncover and adjust possible 
points of conflict before conflict arises. It is also a positive approach in that it seeks 
to evolve principles and techniques to better adjust workers to their jobs, develop 
their intrinsic abilities and provide psychological satisfactions for employees in their 
day-to-day organizational relationships. While it involves the use of fact-finding 
techniques, emphasis is upon discovering and eliminating causes of conflict rather 
than upon making post-mortem analyses and compromises once trouble arises. 
It is in the use of the preventive approach that personnel management is moving 
forward to its most effective stage of development. 
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Science Lacs BEHIND 


Lag in the development of scientific fundamentals, however, has prevented 
management from making greater progress in this direction. There is great need for 
broadening research and experimentation in the fields of social psychology, anthro- 
pology and sociology as the fundamentals apply to industrial relations. Interesting 
work in this connection has been carried on for years under the direction of Dr. 
Elton Mayo at Harvard University and more recently has been inaugurated at Yale’s 
Labor-Management Center, under the direction of Dr. E. Wright Bakke. But only 
by arousing general interest throughout members of the professional fields indicated 
above and by the closest cooperation on the part of management will the develop- 
ment of fundamentals keep apace with the earnest desire on the part of management 
to find ways of working in cooperation with employees. 


MANAGEMENT STRIVES FOR HARMONY 


With rare exception is an executive found who is not making an honest effort 
to find bases of cooperation with employees. In most instances failure to succeed in 
this connection is due to the lack of ‘‘know how’”’ rather than to absence of the 
desire to do the right thing. Mention of only a few of the more recently inaugu- 
rated psychological techniques with which management is experimenting seems to 
justify this opinion. Some of the evident ones are: Employee indoctrination in 
company objectives, plans and policies; morale and attitude surveys; training in 
leadership fundamentals; planned employee induction and orientation procedures; 
improved techniques for communication with employees; conducted plant tours; 
employee conferences; rest periods; music at work centers; training through motion 
pictures and slide films; use of amplifying systems for communicating with em- 
ployees; inviting shop stewards and other union representatives to participate with 
foremen in company training programs; inviting union officials to visit the plant to 
meet executives and board members and many others. However, until greater 
progress is made in clarifying the psychological fundamentals involved, well- 
planned and systematic development of the preventive approach will be greatly 
retarded. 


Conruict Not INEVITABLE 


There are still some who continue to discredit the philosophy and techniques of 
personnel management because they either honestly believe or hope that the dif- 
ferences between management and labor are irreconcilable. They are quick to point 
out that the never ceasing demands of unions for higher wages merely lead to higher 
production costs which brings production to a stand-still by eliminating profits. 
It appears to them that this is an inevitable dilemma in the capitalistic system which 
can never be resolved notwithstanding the good intentions back of personnel pro- 
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grams. However, such a point of view overlooks the possibility that an intel- 
ligently planned personnel program may so motivate and stimulate workers to 
greater production that higher wages can be paid with a concomitant lowering of 
real labor costs. It hardly can be gainsaid that those who hold a defeatist philos- 


ophy have yet to accept the principle that high wages, in some industries at least, 
may mean lower real labor costs. 


SAME FINANCIAL INCENTIVES AssUMED 


Whatever the point of view, it remains yet to be factually demonstrated that 
the rank and file of American wage earners seek wage increases to the extent of 
completely wiping out profits. Asa matter of fact, there is much evidence to support 
the contention that workers are just as interested in seeking non-financial incentives 
as they are financial incentives. But in any event, it is rather ironical to contend on 
the one hand that workers, indoctrinated in an economic system based upon -the 
principle of financial incentive as the chief director and stimulant of production, 
should not be motivated by acquisitive desite, while to contend on the other hand 
that unlimited profits are necessary to maximum production. It is not very con- 
vincing to workers to argue that financial incentive at the top in the form of high 
profits is necessary to an ever expanding production and at the same time argue that 
financial incentive at the bottom in the form of increasing wage rates curtails pro- 
duction. 

It is highly probable that when the basic fundamentals of personnel management 
are finally developed and applied, management will be subjected to a great deal less 
pressure for wage increases. It stands to reason, however, that as long as the 
leaders of industry are chiefly concerned with financial rewards, the led, by example, 
will likewise be so motivated. 








Generally Business Expects Too Much of High 
School Graduates It Hires and Graduates Ex- 
pect of Business Much More Than They Receive 
in the Way of Consideration if Not in the Way 
of Compensation. 


Boy Goes 
to Work 


By Harry L. Srein, University of Manitoba, 
Winnipeg, Canada 


to enter the world of work. Let me begin by giving you a word picture of the 

typical high school graduate who has made up his mind that his formal 
schooling has ended and that he must now seek his niche as an adult in the world of 
work. 

The typical boy is between sixteen and eighteen years of age. If he is bright, 
he will likely be close to sixteen. If he has had something of a struggle to get 
through school, he will be closer to eighteen. We must further consider the fact 
that in modern times, there is a distinct tendency to urge those who are capable, to 
go on to further formal education either in a trade school, business college; normal 
school, or University. Anyone who is familiar with high school counseling knows 
how difficult it is to secure applicants to fill positions in banks, business houses, and 
industrial concerns, from among the ranks of the better high school graduates. 


Te subject of this discussion is the high school graduate who is leaving school 


Better GrapuaTEs Do Not Appiy 


The boy who is ready to go to work on completion of his high school course 
does so for one or more of several reasons: (1) He has taken the high school leaving 
course, and therefore has not the necessary prerequisites for continuing his education 
in a college or university. (2) He has taken the matriculation course and (a) he 
has done so badly that there is little hope of his making a success of college work, 
or (b) he had not the financial means of going ahead, and must of necessity go to 
work. (3) He has done a fairly good job of his high school course, and is planning 
on going further either by way of night school, in which case his entry into business 
is temporary, or by way of continued formal education in a year or two, and the 
entry into business is again a temporary expedient. 
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At this point, it should be clearly stated that the chances of a boy resuming his 
formal education after going to work, no matter how good his intentions are when 
he leaves school, are extremely small. A lay-off from school at this age is an ex- 
tremely deterrent factor in the resumption of formal schooling because study habits 
are soon lost; the taste of extra dollars in the pocket, together with the social 
activities which accompany this flushness, plus the freedom from homework and its 
accompanying worry, plus the possibility of a girl-friend, and plans for home- 
making, all tend to draw the graduate away from thoughts of educational ad- 
vancement. | 

It is from among boys with a background such as this that business and industry 
today get their first entrants. Of course, there are exceptions. 


PREPARATION OF THE HicH ScHoo~t GRADUATE FOR BUusINEssS 


Let us now consider how this typical high school graduate is prepared for his 
entry into business. | 

He has had a moderately good elementary education. He has been trained in 
the fundamentals of English. He knows a good sentence from a bad one, 
even though he may not have developed sufficient facility with good language to 
make it habitual. He is potentially a good exponent of English, provided he is 
placed in an environment where nothing but good expression, either oral or written, 
will be tolerated. 


Lost SKILLs 


He has been trained in the fundamental of number, and knows the fundamental 
operations of arithmetic. However, if he is a matriculation graduate, it will have 
been at least three years, and possibly four years, since he originally gained mastery 
an the fundamental operations. True, he has taken more advanced mathematics. 
He has studied the elements of mathematical reasoning, deduction and symbolism. 
But not for three or four years has he performed with any degree of regularity those 
skills which will be demanded of him in business. In the usual high school mathe- 
matics course there is little provision for the maintenance of these skills. Conse- 
quently, when he is faced with a simple personnel department test in addition, sub- 
traction, multiplication, and division of whole numbers, fractions and decimals, 
and some simple applications of percentage, he will not likely do as well as he is, 
expected to do. The business man may rest assured, however, that, given a chance 
to practice these skills, it will not be very long before he will measure up to the 
required standards. 


READING LIMITATIONS 


The high school graduate has learned to read, as a part of both his elementary 
and secondary school training. However, the latter part of his training has not been 
concerned with the type of reading he has to do in business. He has read modern 
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and classical novels, Shakespeare, classical and modern poetry. But ability in 
reading is, to a large extent, specific to the type of reading done. He may not be as 
adept at reading for details as he might be required to in business. Checking in- 
voices, reading shipping instructions, following routine orders, and such details are 
not parc of his ordinary high school training. However, since he is of better than 
average intelligence, and given the necessary training and practice, he will soon learn 
this new type of reading, under adequate supervision. 

In his elementary and secondary school periods, the high school graduate has 
studied some history, geography, and elementary economics. However, the 
amount of transfer from the knowledge gained in these areas, to the situations he 
will meet in business, is relatively small. This training is cultural rather than 
utilitarian, and is designed to prepare him for citizenship, rather than for a vocation. 


Lirrte TRANSFER OF TRAINING 


The average high school graduate has had some training in generalized thinking 
and problem-solving. If he has studied algebra and geometry he has learned to 
solve certain types of problems, specific to these school subjects. Theoretically, 
the purpose of this training is to teach the student to think both deductively and 
inductively in any situation. Now anyone who has studied the psychology of 
learning knows that this so-called transfer of training depends on many factors. 
It depends upon the brightness of the individual. It depends on the commonality 
of the elements involved in the transfer situations, and it depends upon the extent 
to which transfer has actually been taught. It is not possible in the time at my 
disposal to go into the ramifications of this problem. All I can say is that to 
a very large extent, generalized thinking except for the most intelligent individuals 
is arare phenomenon. People learn to think in the situations that demand think- 
ing. If a boy is to be trained to become a shipper or a buyer, or a mechanic, he 
must be trained to think in those specific areas. 


TRAINING Nor SpEcirFic 


The average high school graduate has had some training in the manual arts. 
If you put him in the shipping department, and ask him to nail up some boxes, or tie 
up some packages, don’t expect that he will be able to tackle these jobs with the 
skill of a journeyman. He will acquire these specific skills only with a considerable 
amount of practice and instruction. 

A few high school graduates receive specific training in specialized vocational 
operations such as stenography, bookkeeping, and office practice. Here again, this 
training is extremely general and must be supplemented by training in the specific 
area he enters. His generalized training can only be of value to him if it is extended 
by sympathetic on-the-job training. 

_ Finally, from the point of view of training, the high school graduate has had 
some instruction and practice in sports, physical training and democratic living. 
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He may have served on class or school Committees, and he may know how to con- 
duct a meeting. This training, if recognized by his employer, may be utilized to 
great advantage in jobs which lead to organization and management. 

Now this somewhat sketchy exposition of the high-school graduate’s equip- 
ment reveals the status of the average entrant into business from the average high 
school. His training is full of gaps, not because the high school or the student have 
failed in their jobs, but because the average school is not a vocational training in- 
stitution. Its purpose is to equip the student with the tools of further learning, be 
this learning in business, industry, college, or the home. Just as there are dif- 
ferences between individuals, so there are differences between schools. Those dif- 
ferences must be recognized and allowed for rather than decried or condemned. 


Wuat Does Business Expect OF THE GRADUATE 


Now let us see what business expects of the high school graduate. 

In the first place business expects the graduate to have a thorough grounding in 
the fundamentals of English and Arithmetic, and to be able to produce in these 
areas in line with his expected abilities. I tried to point out earlier that there is 
some discrepancy between the training the school gives and the ability required by 
business. The school, that is the ordinary elementary or secondary school, does not 
have the specificity of business in mind in giving its training. All it can do is to 
lay a foundation upon which business can build. Now just as the school recognizes 
individual differences in ability to learn and in the rate of progress that individuals 
make, so business must learn to recognize these differences and plan its training 
accordingly. 

Many fundamental operations as seen by the business man do not appear in the 
same way to the high school graduate. We must remember that maturation is al- 
most as important a factor in learning as is training and practice. Look back over 
your Own experience in business and ask yourself if you knew at eighteen what you 
know today at thirty or forty. The sheer factor of growing up and maturing is 
responsible for more learning than many of us care to admit. 


Soctat COMPETENCE 


In the second place, business expects something of the high school graduate by 
way of social competence. It expects the student’s personality to be fairly well 
developed. It expects him to meet people in an unabashed manner. It expects 
him to know something of the world, of people, their habits, manners, and idio- 
syncracies. It expects the entrant into business to realize that you can’t trust 
everybody, that business is a highly competitive undertaking, that orders are 
orders, that there is no place in business for horseplay, that time is money, that you 
must not put off for tomorrow what should be done today, and soon. It wants the 
boys to know that respect for superiors is of paramount importance. 

There is really no place in the school curriculum where these aspects of social 
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competence are specifically taught. Nevertheless, it cannot be said that the school 
neglects this teaching. Where there are good teachers, these concepts will be 
taught by precept. Where the teaching is inadequate, little along these lines can 
be expected. Business expects, too, that the student will know something of ethics 
and morals; that he will realize that the world has not yet reached the millenium, 
and that the development of human conduct has still a long way to go before per- 
fection will be reached. 

Again, business expects that the high school student will have developed 
certain fundamental habits which are essential to success in the world of work. 
Such habits as neatness, accuracy, punctuality, regularity, honesty, assiduity, 
tenacity of purpose, loyalty, and the like, should be fairly well matured in the 
high school graduate. The onus of training in these habits rests in part with the 
school, although the school cannot always be charged with failure when these 
habits have not been adequately developed. After all the school has charge of the 
student for only five hours out of twenty four. The home, the church, and society 
in general, have some part to play in this training. 

Business expects, too, on the part of the student an attitude of willingness to 
learn and make progress. The student whose only ambition is his weekly pay 
envelope is a poor risk in any progressive business. Business expects that the 
entrant will be constantly on the alert not only to improve himself, but to make a 
real contribution to the success of the business. Obviously, any personal advance- 
ment made by the entrant will likely accrue also to the business. 


ProBLEM SOLVING 


Finally, business expects in the high school graduate some training in meeting 
new: situations. Here again, this ability will be present in the graduate in almost 
direct proportion to his intelligence. Many people possess initiative, but unless 
this initiative is coupled with sound judgment, the initiative becomes blundering, 
or impetuousness. 

The school has some responsibility for training problem solving, but as the 
curriculum is organized at present, this problem solving is confined pretty much 
to the areas of mathematics. It is assumed, of course that the ability to solve 
problems in mathematics will transfer over to other areas. This assumption how- 
ever, is not always justified. The entrant into business will have to learn to solve 
the problems peculiar to the area in which he is going to work. Whether or not 
he will solve these problems by trial and error or whether he will use the methods 


of induction and deduction he has been taught to use, will depend entirely upon 
the individual. 


Wuat Doss THe Hicu ScHoot GrapuAtTe Expect or Business? 


Probably the first thing the high school graduate expects of his employer is 
an understanding of his present status as regards his assets and limitations. 
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course, the only way the employer can gain this understanding is by means of an 
adequate assessment program. The entrant into business would appreciate his 
employer knowing just what his capabilities are. No business man would install 
a piece of equipment in his plant without knowing what it is capable of doing. 
He would not give a job to a one-sixth horsepower motor that requires the capacity 
of a one-quarter or a one-third horsepower motor. The employer would be making 
as grave an error in judgment in putting a one-half horsepower motor on a job that 
requires only a one-quarter horsepower motor. No race-horse wants to do a cart- 
horse’s job, any more than a cart-horse wants to do the job of a race horse. 

The entrant into business expects his employer to consider his interests by way 
of progress. He expects business to realize that, like everyone else, he is ambitious, 
and he wants the man who employs him to hear about what he hopes to do and be 
in the future. It is not sufficient for the employer to assume that the beginner is 
ambitious. He should get an understanding of just what lines this ambition takes. 


SomE UNDERSTANDING ExPECTED 


The high school graduate expects his employer to have some understanding 
of his personality. This understanding is, of course, an advantage to the employer 
as well as to the employee. The person who prefers to work alone rather than 
with others will work to much greater advantage in such a situation. On the 
other hand, the individual who prefers to work with others should have an oppor- 
tunity to do so. The person who works more efficiently under direct supervision 
should not have his sense of security disturbed by being forced to work without 
this supervision. The sensitive graduate should not be asked to serve under a 
hypercritical foreman; and so on. 

The high school graduate expects his needs to be recognized as regards training 
and promotion. He would like to be informed as soon as possible as to what the 
line of promotion is. What is the scope of his job and what are the limits? Nothing 
is such a deterrent to an individual’s progress as the realization that he is in a rut 
or has run into a dead end. The high school graduate expects not only a realization 
of all these needs but he also expects a willingness to meet these needs in every 
possible way, together with concrete expression of this willingness. 

Finally, the high school graduate needs and expects to be regarded and treated 
as an individual, even though he may be a cog in a very large machine. Just asa 
child needs a feeling of security and a feeling of belongingness, so the high school 
graduate needs to feel that he belongs to the institution for which he is working, and 
is not merely a paid servant, or an adjunct of some kind or other. 


How Can BusiIngss, AND THE ENTRANT INTO BusINEss RECONCILE THEIR 
EXPECTATIONS OF ONE ANOTHER 


The first, and most obvious means of reconciliation of expectations is by a 
frank and mutual disclosure of expectations of each. No one likes to be kept in 
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the dark. Everyone wants to know where he stands, what is his status, what is 
expected of him, what are the prospects, line of promotion, working conditions, 
and so on. 

To accomplish this, then, there should be an organized and stated program 
on the part of business which will assist in the development of the trainee. By 
the same token, each trainee should have a projected program of self-development. 

A second means of establishing good relations between graduate and employer 
is a periodic assessment of these relationships together with suitable recognition 
of progress, or lack of it. To achieve this, one method is the maintenance of ade- 
quate visual personnel records which, with certain reservations, should be available 
to the trainee as well as to those responsible for his training. 

A third means would be the use of face-to-face constructive criticism on both 
sides. This can be accomplished by planned periodic conferences in which difh- 
culties can be presented and problems ironed out. 


CoopERATION WITH SCHOOLS 


A final question I would like to raise is: how can business co-operate with 
the schools in maintaining an adequate flow of graduates well prepared for entry 
into business? One suggestion might be that business should endeavor to convey 
frankly to the schools information as to how the graduates are taking their place 
in business. What are their strengths and shortcomings? What specific preparation 
is needed for this and that vocation? What part of this training can be done in 
the schools, and what part should be delayed until the graduate actually enters 
business? We have learned in Education that there is a problem of readiness for 
any phase of learning. We have learned that some types of learning should be 
delayed until a certain level of maturity has been reached. As far as vocational 
training is concerned, the schools have still a great deal to learn, and it is in this 
area that business and industry can very well assist educators in some of their most 
serious problems. Schools would like to know and be continually reinformed as 
to what areas of business and industry are in need of applicants, what is the nature 
of the job, the training required, and its future possibilities. 








